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To Gil R WIensky, Ph.D.
Adm ni strator
Heal th Care Financing Adm nistration

This is to alert you to the issuance on January 31, 1992,
of our final audit report. A copy is attached. The audit
was of Blue Cross and Blue Shield of Texas, Inc.'s (Texas)
i mpl enentation of its Medicare contract clause on pension
plan segmentation. The clause requires Texas to identify,
all ocate, and report pension assets and costs separately
for Medicare segnents. Conpliance requires Texas to (1)

conpute actuarial liabilities for the Medicare segments as
of 1981, (2) determne a ratio of Medicare's total
actuarial liability to the plan's total actuarial liability

as of 1981, (3) allocate a portion of the total pension
assets as of 1986 to Medicare based on the 1981 ratio
(conputed in itemz2), (4) update the 1986 Medicare assets
to 1990, and (5) assess whether Medicare's pension costs
shoul d be determ ned by a separate segnented cal cul ati on.

Texas identified four Medicare segnents in 1981 using cost
centers instead of responsible organizational units as
specified in the contract. Texas' identification

nmet hodol ogy understated the actuarial liability fraction.
Wien applied to the 1986 pension assets, Texas' fraction
understated Medicare's pension assets as of 1986 by
$552,870. W are recommending that Medicare's segnented
assets be increased by $552, 870.

Medi care' s pension assets were understated by another
$880,874 in the updating of Medicare's segnented assets
from 1986 to 1990. The understatenent occurred because
Texas incorrectly identified the Medicare segnents and had
not adjusted for participant transfers in and out of the
Medi care segnments after 1986. W are recommendi ng t hat
Texas increase pension assets of the Medicare segnents
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by an additional $880,874. As of April 1, 1990, Medicare's
pensi on assets should have been $12,459,789 rather than the
$11,026,045 that Texas identified.

In addition, Texas incorrectly determned that there was
not a material difference between allocating or separately
cal cul ating pension costs for the Medicare segnents and
concluded that it would char%e pensi on costs using
allocations. Qur analysis showed that there was a naterial
difference, neasured as a dollar anmount or as a percentage
of cost, in pension costs allocated or separately

cal culated for the Medicare segments. Texas, in order to
be in conpliance with contractual provisions, should
separately cal cul ate pension costs for the Mdicare
segnents whenever material differences occur in the anmounts
to be charged using the two nethods.

Texas generally agreed with recommendati ons contained in
the final report. The Health Care Financing Adm nistration
al so agreed with our findings and reconmendati ons.

For further information contact:
Vincent R Inbrian
Regi onal | nspector General
for Audit Services, Region VII
FTS: 867-3591

At t achnment
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OFFICE OF INSPECTOR GENERAL

The mission of the Office of Inspector General (OIG), as mandated by Public Law 95-
452, as amended, is to protect the integrity of the Department of Health and Human
Services (HHS) programs as well as the health and welfare of beneficiaries served by
those programs. This statutory mission is carried out through a nationwide network of
audits, investigations, and inspections conducted by three OIG operating components:
the Office of Audit Services, the Office of Investigations, and the Office of Evaluation
and Inspections. The OIG aso informs the Secretary of HHS of program and
management problems, and recommends courses to correct them.

OFFICE OF AUDIT SERVICES

The OIG’s Office of Audit Services (OAS) provides all auditing services for HHS,
either by conducting audits with its own audit resources or by overseeing audit work
done by others. Audits examine the performance of HHS programs and/or its grantees
and contractors in carrying out their respective responsibilities, and are intended to
provide independent assessments of HHS programs and operations in order to reduce
waste, abuse and mismanagement and to promote economy and efficiency throughout
the Department.

OFFICE OF INVESTIGATIONS

The OIG’s Office of Investigations (01) conducts criminal, civil, and administrative
investigations of allegations of wrongdoing in HI-IS programs or to HHS beneficiaries
and of unjust enrichment by providers. The investigative efforts of 01 lead to criminal
convictions, administrative sanctions, or civil money penalties. The 01 also oversees
State Medicaid fraud control units which investigate and prosecute fraud and patient
abuse in the Medicaid program.

OFFICE OF EVALUATION AND INSPECTIONS

The OIG’s Office of Evaluation and Inspections (OEI) conducts short-term
management and program evaluations (called inspections) that focus on issues of
concern to the Department, the Congress, and the public. The findings and
recommendations contained in the inspections reports generate rapid, accurate, and up-
to-date information on the efficiency, vulnerability, and effectiveness of departmental
programs.
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Mr. Vernon Wl ker

Vice President, Conptroller

Bl ue Cross and Blue Shield of Texas, Inc.
901 South Central Expressway

Ri chardson, Texas 75080

Dear M. \Wal ker:

Encl osed for your information are two copies of an Ofice of

| nspector General (016), OFfice of Audit Services (QAS) report
titled "audit Oof Medicare Contractor's Segmented Pension Cost
Blue Cross and Blue Shield of Texas, Inc.™ The review was
erformed at Blue Cross and Blue Shield of Texas, Inc.in Dallas,
exas. Your attention is invited to the findings and
recomrendations contained in the report. The bel ow naned
official will be comrunicating with you in the near future
regarding inplenmentati on of necessary actions.

I n accordance with the principles of the Freedom of Information
Act (Public Law 90-23), OG OAS reports issued to the
Departnent's grantees and contractors are nade available,i f
requested, to menbers of the press and general public to the
extent information contained therein is not subject to exenptions

Ii:)n thse) Act which the Departnent chooses to exerci se. (See 45 CFR
ar t .

To facilitate identification, please refer to the above cOMMDN
identification nunber in all correspondence relating to this
report.

Sincerely,

%%mm\
Zgiz;;;;:\zzsImbriani

Regi onal I nspector General for

Audit Services, Region VII
Encl osure

Action Oficial:

Gale A Drapal a

Regi onal Adm nistrator, Region Vi
Heal th Care Financing Adm nistration
1200 Main Tower, Room 2000

Dal | as, Texas 75202



SUMMARY

Begi nning with Fiscal Year 1988, Blue Goss and Blue Shield of
Texas, Inc. (Texas) was required to conply with a contract clause
on pension cost segnentation. The clause requires Texas to
identify, allocate, and report pension assets and costs
separately for Medicare segnents. conpliance requires Texas to
(1) conpute actuarial liabilities for the Medicare segnments as of
1981, (2) determne a ratio of Medicare's total actuaria
liability to the plan's total actuarial liability as of 1981,

(%? allocate a portion of the total pension assets as of 1986 to
Medi care based on the 1981 ratio (conputed in item2), (4) update
the 1986 Medi care assets to 1990, and (5) assess whet her

Medi care' s pension costs should be determ ned by a separate
segmented cal culation. Medicare pension costs, whether allocated
or separately calculated, were to be conmputed, assigned, and

adj usted in accordance with the Cost Accounting Standards (CAS).

Texas identified four Medicare segnments in 1981 using cost
centers instead of responsible organizational units as Specified
in the contract. Texas' identification nethodol ogy understated
the actuarial liability fraction. Wen applied to the 1986
pension assets, Texas' fraction understated Medicare's pension
assets as of 1986 by $552,870. W are recomendi ng that

Medi care' s segnented assets be increased by $552,870.

Medi care' s pension assets were understated by another $880,874 in
t he updating of Medicare's segnmented assets from 1986 to 1990.
The understatenent occurred because Texas incorrectly identified
t he Medicare segnents and had not adjusted for garticipant
transfers in and out of the Medicare segnents after 1986. W are
recomrendi ng that Texas increase pension assets of the Medicare
segments by an additional $880,874. As of April 1, 1990

Medi care' s pension assets should have been $12,459,789 rather
than the $11,026,045 that Texas identified.

In addition, Texas incorrectly determ ned that there was not a
material difference between allocating or separately cal cul ating
pensi on costs for the Medicare segnents and concluded that it
woul d charge pension costs using allocations. Qur analysis
showed that there was a material difference, nmeasured as a dollar
amount or as a percentage of cost, in pension costs allocated or
separately cal cul ated for the Medicare segnents. Texas, in order
to be in conpliance with contractual provisions, should
separately cal cul ate pension costs for the Medicare segnents
whenever nmaterial differences occur in the amobunts to be charged
using the two methods.

Texas generally agreed with the reconmmendati ons contained in the
final report.
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INTRODUCTION
BACKGROUND

Title XVII|l ofthe Social Security Act, Health Insurance for the
Aged and Disabled (Medicare), provides that organizations nmay
assist in admnistering the Medicare program under contracts wth
the Secretary, U S. Departnent of Health and Human Services

(HHS), Medicare contractors, internediaries (Part A and
carriers (Part B), were reinbursed for reasonable and allowabl e
costs incurred in admnistering the Medicare program  Mst of
the contracts were cost reimbursement and were renewed annually.

Blue Cross and Blue Shield of Texas, Inc. (Texas) has
adm ni stered Medicare Parts A and B operations under cost
rei mbursenent contracts since July 1, 1966.

Contractors were to follow cost reinbursenent principles
contained in their contracts, the Federal Acquisition Regulations
(FAR), which superseded the Federal Procurenment Regul ations
(FPR), and the Cost Accounting Standards (cas). A fundanent al

rei mbursenent principle in the contracts was that the contractor
» ..shall be paid its costs of admnistration under the principle
of neither profit nor loss..."

To ensure that a no profit, no loss principle was followed
concerni ng pension plans and costs, we issued an audit report to
the Health Care Financing Adm nistration (HCFA) in 1985. The
report was titled "Medicare Internmediaries and Carriers Should Be
Required To Use Segnent Accounting For C aimng Pension Costs."
Qur report denonstrated that pension contributions charged to
Medi care exceeded what was required to neet Medicare' s pension
liabilities. The report recommended that HCFA anmend Medicare
contracts to require treatnent of Medicare as a separate segnent
for calculating and charging pension costs.

The HCFA subsequently negotiated segnenting requirenments with
private insurance conpanies and the Blue Cross/Blue Shield
Association. Segnenting requirenents were incorporated into
Medi care contracts starting with Fiscal Year (Fy)1988. To

assi st contractors with the segnenting requirenents, HCFA
distributed a pension cost questionnaire to contractors in 1989.
The questionnaire was to ensure that contractors had, and woul d
mai ntain, data necessary to nmake and docunent the segnentation
cal cul ati ons.

Texas' questionnaire response, received by HCFA on

May 30, 1989, identified four Medicare segments:  Provider
Automation (Segment 1), Data Processing (Segrment 2), Medicare

D vision (Segnment 3), and Provider Rei nbursenent (Segment 4).
The response identified total pension assets of $43.8 nmillion as
of April 1, 1988. Medicare's share of these assets was



$9.9 nmillion. The responoe al so stated thatthe difference
between al | ocating to or seﬁarately cal cul ating pension costs for
the Medicare segnents for the plan year beginning April 1, 1988
woul d not produce materially different results.

CRI TERI A GOVERNING
SEGMENTED PEMNSION COSTS

Since its inception, Medicare has reinbursed a portion of annua
contributions paid into contractors' pension plans. The Medicare
rei mbursenents represented all owabl e pension costs in accordance
with the FPR and/or the FAR  In 1980, cas 412 and 413 were

i ncorporated into both the FPR and the Medicare contracts:

"The cost of all defined benefit pension plans shal
be nmeasured, allocated, and accounted for in
conpliance with the provisions of cas 412,

Conposi tion and Measurenent of Pension Costs, and CAS
413, Adjustnent and Allocation of Pension Costs."
(FAR, Section 31.205-6(j)(2))

The cas 412 provided guidance for determ ning and neasuring the
conponents of pension costs, such as normal cost and the
anortization of the unfunded liability. It al so specified how
pension costs were to be assigned to appropriate accounting
periods. The CAS 413 provided gui dance for val uing pension
assets, allocating pension costs to segments of an organization
adj usting pension costs by neasuring actuarial gains and | osses,
and assigning such gains and | osses to cost accounting peri ods.

Pension costs were to be cal cul ated separately for a segment
whenever (i) there was a material termnation gain or |oss
attributable to one operation of a conpany, (ii) benefit |evels,
eligibility or age distributions for the segnment were materially
different, or (iii) appropriate assunptions, such as termnation
rates or retirement ages, were significantly different for one
organi zational operation of a conpany (CAS, Section

413.50(c) (2)).

Separate cal cul ations were al so required whenever pension plans
of different segnents were nerged and the ratio of assets to
actuarial liabilities was materially different after the merger
(CAS, Section 413.50(c)(3)). Pension costs could be separately
calculated for the segment for all participants or just active
participants (CAS, Section 413.50(c)(9)).

Anot her provision specified howto initially allocate the assets
of a pension fund anong segments (CAS, Section 413.50(c)(5)) and
descri bed how segnent assets were to be adjusted each year

(CAS, Section 413.50(c)(7)). Adjustnents were required for
transfers in and out of the segnment if the ratio of assets to
liabilities would otherwi se be distorted (CAS, Section 413.50
(c)(8)).



In addition to the CAs requirenents, HCFA starting Wth FY 1988,
i ncorporated specific segnent|q? | anguage into Medicare
contracts. The contracts state

"The term ' Medi care Segnent' shall nean any

organi zational conponent of the contractor, such as a

division, departnment, or other simlar subdivision,

having a significant degree of responsibility and

aﬁpﬂ$ntability for the Medicare contract/agreenent, in
i ch:

1. The mpjority of the salary dollars is
allocated to the Medicare agreenent/contract:
or

2. Less than a majority of the salary dollars is
allocated to the Medicare agreenent/contract,
and these salary dollars represent 40 percent
or nore of the total salary dollars allocated
to the Medicare agreenent/contract."

The contracts also provided that, beginning with FY 1988, pension
assets applicable to a Medicare segnent were to be seParater
identified regardl ess of whether pension costs were allocated or
separately cal cul at ed.

To inplenent the segnmentation requirenments, contracts stipul ated
t he procedures by which assets were to be allocated to Medicare
once it was determned that a segnent existed. The assets were
to be allocated as of the first pension plan year follow ng the
date the salary criteria was met, but not earlier than the first
pl an year starting after Decenber 31, 1985. The asset allocation
was to be based on the ratio of the actuarial liability of the
Medi care segnent in relation to the total plan actuarial
liability as of the first day of the first plan year starting
after Decenber 31, 1980. Contracts also identified when Medicare
operations should have pension cost cal cul ated separately for a
segment .

I n sunmary, Texas' contract required it to (1) conpute the

actuarial liability for the Medicare segments as of 1981
(2) determine a ratio of Medicare's actuarial liability to the
total actuarial liability as of 1981, (3) allocate a portion of

total pension assets to Medicare as of 1986 based on the 1981
ratio, (4) update the 1986 Medicare assets to 1990, and

(5) assess whet her Medicare's pension costs should be determ ned
by a separate segnmented cal cul ation



8COPE OF AUDIT

Qur exam nation was nmade in accordance W th generally accepted
Governnment auditing standards. The audit only addressed pension
segnentation requirenents. The primary purpose was to determ ne
Texas' conpliance with contract requirenments involving pension
segnent ati on.

Qur review covered the period of April 1, 1981 through April 1,
1990. We reviewed Texas' identification of Medicare segments as
of April 1, 1988 and traced the organi zational |ineage of the
segnents back to 1981. W also reviewed Texas' assignnent of
actuarial liability to the Medicare work force on April 1, 1981
and ril 1, 1988. The HCFA's pension actuarial staff reviewed
cal cul ations of the actuarial liability, and they conputed CAS
pensi on costs for 1988 through 1990. W reviewed pension assets
allocated to Medicare segnents as of April 1, 1986 and the asset
adjustnment from April 1, 1986 through April 1, 1990.

W reviewed docunments fromthe Conptroller's departnment regarding
cost centers that conprised the Medicare segnents. Parti cl pant
listings, benefit listings, and other records associated wth the
valuation of the pension plan for 1981 through 1990 were obtai ned
from Texas' consultin% actuary. W also reviewed the actuari al
[iability determned by the consulting actuary for enployees who
worked in the Medicare segnents.

I n establishing pension assets and the actuarial liability, we
revi ewed pension plan docunents, annual actuarial valuation
reports, and the Departnent of Labor/Internal Revenue Service
Forms 5500.

W perfornmed our fieldwork during January and February 1991 at
Texas' corporate offices in Dallas, Texas.

FINDINGS AND RECOMMENDATIONS

CONTRACTOR 8 1981 RATI O OF MEDICARE's ACTUARI AL
LIABILITY TO TOTAL PraN*s ACTUARI AL LIABILITY

Texas understated Medicare's allocation of pension assets for
1986 by $552,870. Texas was required to allocate 1986 pension
assets to Medicare segnents using the ratio of Medicare's

actuarial liability to the plan's total actuarial liability as of
January 1, 1981. In conputing the ratio, Texas m sclassified
sonme plan participants and excluded all inactive plan

participants. As a result, assets for the Mdicare segnents were
under st at ed.



The agreement provided that assets for the Medicare segments were
to be determned as follows:

-- Assets initially allocated to a segnent were to be
determ ned by multiplying the actuarial value of the
undi vi ded pension fund assets, as of the allocation
date, by the asset fraction.

- The nunerator of the asset fraction was the actuari al
liability of a Medicare segnent. The denom nator of
the fraction was the actuarial liability of the total
pensi on plan.

Texas defined Medicare segnents at the cost center level. |In the
process of identifying the cost centers as Medicare related and
non- Medi care related, Texas treated the cost centers
inconsistently and omtted plan participants. This, in turn
resulted in an understated asset fraction and a subsequent
under st at enent of Medicare's share of pension assets.

Nedicare Participants Omitted From Segments

Texas identified four Medicare segnents. Medicare Segnents 3 and
4 performed only Medicare functions. Medicare Segnents 1 and 2
performed a conbination of Medicare and non~Medicare functions.
Texas also identified 1981 actuarial liabilities of $6,326,917

for the Medicare segnents and $30,874,973 for the total plan.
Texas applied the Medicare asset fraction ($6,326,917/$30,874,973)
to 1986 pension assets and determ ned Medicare's 1986 assets to

be $6,695,873 as illustrated in the follow ng table.
Medi car e Actuari al Asset 1986
Seament Liability FEraction Assets
1 $ 142,577 0.462% $ 150, 961
2 715, 634 2.318% 757, 419
3 4,850,774 15.711% 5,133,655
4 617,932 .001% 653,838
Total Medicare  $6,326,917 20. 492% $6,695,87
Q her $24. 548. 056 79. 508% $25. 979. 675
Tot al Conpany $30.874.973 100. 000% $32. 675. 548

Texas organi zationally distributed its work force into cost
centers. Cost centers were then grouped into departnents, and
departnments were functionally aligned into divisions. According
to the Medicare contract, "Medicare Segnent" neans any

organi zational conponent having a significant degree of
responsibility an accountabilltr for the Medicare contract. At
Texas, that degree of responsibility and accountability existed
at the division |evel.



W defined Medicare segnents at a divisional level rather than a
cost center level. W found that Texas' nethodol ogy for defining
Medicare segments i ncl uded 90 active plan participants in the
total actuarial liability that shoul&palso have been included in
the Medicare segments. This omission fromthe Medicare segnents
understated Medicare's actuarial liability which resulted in an
understatenment of the Medicare asset fraction (Medicare actuari al
liability/total plan actuarial liability).

Texas acknow edged that 85 of the 90 participants were

i nadvertently omtted from Medi care Segnment 2. However, the
remai ning five participants were purposely excluded from Medicare
Segment 1 because, under Texas' methodol ogy, the cost center
conFrised of the five enployees did not neet criteria for
inclusion in a Medicare segment. Aspreviously stated, segnents
shoul d have been identified at a divisional level. Therefore, we
included all 90 individuals as Medicare Participants in

cal culating the Medicare asset fraction for determ ning

Medi care's segnented assets as of 1986. Including the 90

i ndi vidual s as Medicare participants increased assets of the

Medi care segments by $654, 680. (Additional information as to the
effect of cost center versus divisional |evel segnent
identification is contained in the MEDICARE'S ASSET BASE AS OF
1986 %DJUSTED TO 1990, QOm ssions rrom Segnents, section of this
report).

Liability Bxcluded for Inactive Participants

In addition to the omssion of 90 active plan participants from
the Medicare asset determ nation, Texas al so excluded the
actuarial liability of all inactive plan participants. The
consulting actuary excluded the actuarial liability for inactive
partici pants because they had not yet received a pension
settlenent as of April 1, 1981. Texas' policy in 1981 was to
settl e pension liability of a plan partici pant when he/she
retired or was termnated. The actuary's basis for exclusion of
the liability wasthat the Iiability represented an asset
adjustnment rather than a plan liability. Therefore, he believed
that exclusion of the liability would not materially affect the
asset fraction.

The om ssion of the actuarial liability for these inactive
participants materially affected the asset fraction and the
assets allocated to the Medicare segnents as of 1986. W

i ncl uded the inactive participants in our calculation of assets
for the Medicare segments. It resulted in a reduction of
$101,810 in assets for the Medicare segnents.

Conput ati on of Medicare Assetsas of April 1, 1986

W reconputed the asset fraction for each Medicare segment,
including the active and inactive participants that had been
excluded from Texas' cal cul ations. The reconputed fractions were

6



applied to the total pension plan assetsasof April 1, 1986, to
det erm ne each segment's share.

The following is Texas' calculation of Medicare' s pension assets
as conpared with our calculations. For illustration purposes, we
have conbined the actuarial liabilities and assets of al

Medi care segments. Details by individual segnent can be found in
Appendi x A

1981 1981 1986 1986
Total Medicere's Rounded Total Medicare
Actusrial Actuarial Asset Compervy Segments '
Lisbility Liability fraction Assets V/ Assets V/
(A) (B) ) ) (E)
(B)/(A) (C)x(D)
0IG Calculation $31,417,241 $6,969,635 22.184%  $32,675,548 $7,248,743
Texas Calculation 30,874,973 6.326.917 20.492% 32 gT5 ca4 6,695,873
Difference $542,268 3642, 718 1.692X 2 $55

1/ Actuarial Vaiue

Recommendation

W recommend that Texas increase Medicare's allocation of 1986
pensi on assets by $552,870 to $7,248,743. (This action will also
i ncrease assets of the Medicare segnents by $552,870 as of

April 1, 1990).

Auditee Comments

"while | ogi cal argunent could probably be built for either
approach, we do not argue that the divisional approach can be
efficiently enployed. W furnished a revised ‘rollup' to the
auditors prior to draft release that reflects all ‘cost center’
changes di scussed during the audit. The revi sed rollup
Eattached) agrees to the nunbers presented in the audit draft

before transfers). Therefore the O G Auditors and Bl ue Cross
and Blue Shield of Texas, Inc. have reached nutual agreenent on
this aspect."”

MEDICARE'S8 ASSET BASK as
OF 1986 ADJUSTED TO 1990

| n accordance with contractual requirenents, Texas updated

Medi care's asset base from April 1, 1986 to April 1, 1990. As a
result of this update, we determ ned that Medicare's asset
under st at enent of $552, 870 increased by $880,874 to $1,433,744.
This increase was due to Texas' use of the |esser anount of

Medi care's segnented assets as of 1986 and additional om ssions
of participants from Medi care's segnments between 1986 and 1990.



Two factors contributed to Texas*' om ssion of participants and
the related understatenent of Medicare's pensi on assets between
1986 and 1990. First, Texas had not correctly identifiad
participants in the Mdicare segnents. Second, Texas had not
considered the effect of participants transferring in and out of
Medicare segnents. As a result, Texas had not considered the
proper amounts of contributions and benefit paynents in adjusting
Medi care' s segnented assets from 1986 to 1990.

Omissions From Segments

As was the case with determ ning Medicare's segnented assets as
of 1986, Texas al so used a cost center approach in updating the
assets from 1986 to 1990. In their update, Texas included in a
segnent only the cost centers in which the salaries were over 50
percent Medicare related for that year. Since there were
nunerous changes in cost centers on a year-to-year basis, Texas®
nmet hodol ogy necessitated tracking and anal yzing individual cost
centers fromyear to year. Texas had not inplenented a tracking
and anal ysis systemthat provided for reasonabl e and consi stent
treatnent of cost centers for inclusion in Medicare's Segnent 2

and Segnent 1. Texas agreed that its cost center mnethodol ogy had
resulted in inconsistencies.

From 1986 to 1990, Segnent 2 consisted of various cost centers in
departments within the Data Processing Division (DPD). Texas
stated that it had considered including all cost centers within
the DPD in the Medicare segnent and, in fact, had taken this
approach effective April 1, 1990.

In the update from 1986 to 1990, Texas identified Segnent 1 as
one of two cost centers within the Information Managenent
Division (IMD). Since our definition of segment was based on the
division level, we used all cost centers in the IMD for Segnent 1
in updating assets from 1986 to 1990.

Participant Transfers

Texas did not adjust for participant transfers in and out of the
Medi care segments after 1986. An adjustnment was required if the
transfers were |arge enough that their nonconsiderati on woul d
result in a distortion of a segnent's ratio of fund assets to
actuarial liabilities (CAS, Section 413.50(c)(8)).

W anal yzed the nmovenent of participants for the years after
1986. Qur anal ysis considered both participant numbers and
participant liabilities. W found that the exclusion of
transfers in and out of the segnents significantly distorted the
ratio of assets to liabilities for 1988 and 1989. The foll ow ng
illustrates the cunmulative differences in funding |evels as of
1990 with asset adjustments for the transfers included and

excl uded (See Appendix B for details).
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Segnent Segnent Segment Segment

1990 1 2 3 4 Ot her
| ncl uded 58. 41% 50.41% 58. 04% 50. 09% 65. 95%
Excl uded 57.45% 40,.83% 57.40% 49.83% 67.02%

D fference 96% 9,.59% .64% .26% (1.06%)

W adjusted for the distortions by transferring assets as
required by cas for participant transfers in and out of the

Medi care segnents. This resulted in a net addition of $510, 266
in Medicare's segnented assets over the four-year period. The
net addition consisted of additions of $521,287 for 1988 and 1989
and reductions of $11,023 for 1987 and 1990. (The reducti ons,

al though insignificant, were made for consistency purposes).

Conput ati on of Medicare Assets as of April 1, 1990

Ve recal culated Texas' update of Medicare pension assets from
April 1, 1986 to April 1, 1990 (See Annendix A). Qur calculation
included contributions and benefit payments for participants
omtted in Texas' calculations and asset adjustnents for
transfers. Qur calculation otherwise utilized the sane

met hodol ogy of allocation as Texas. Qur cal cul ati on showed t hat
t he understatenment of $552,870 in Medicare's segmented assets as
of 1986 increased by another $880,874 due to the asset

adjustnents from 1986 to 1990.

Recommendat i on

W recommend that Texas increase Medicare's segnented pension
assets by $880,874 as of April 1, 1990.

Auditee Comments

N ..we recommend at this point that the revised rollup (attached)
furnished to the auditors which agrees to the rollup results
presented in the draft (before transfers) be solidified as the
audi ted rollup through April 1, 1990. W recommend that we
continue to work out a reasonabl e asset adjustnent recognizing
identified transfers to date, which will be applied to the

April 1, 1990 asset as an adjustment. W could then propose that
effective April 1, 1990 we coul d enploy the nethod recommended by
the auditors to recogni ze subsequent transfers."

MEDICARE PENS| ON COST ALLOCATED OR CALCULATED SEPARATELY
The Medi care contracts provided that pension costs, based on

pension plan contributions nmade in accordance with CAS, could be
charged to Medicare on an annual basis through allocations.

9



However, consistent with CAS, the contracts specified that where
Medi care segments existed, a separate calculation of pension
costs for the segnents was required if such a cal cul ati on (versus
an allocation) materially affected the anmount of pension costs
charged to the contract.

Texas did not separately cal cul ate pension costs for Medicare on
a segnmented basis as of April 1, 1988. The contractor nade no
contributions to the pension plan fund for 1988 through 1990
because of a full funding limtation established by the Omnibus
Budget Reconciliation Act of 1987. However, Texas indicated on
its questionnaire response that when pension plan contributions
gere made, they would be charged to the segmenton an all ocated
asis.

Ve conﬁuted pensi on costs, in accordance with CAS, for 1988

t hrough 1990 and determ ned what the charges would have been to
t he Medicare segnents on an allocation and separate cal cul ation
basis. The results are shown in the follow ng schedul e.

Annual CAS pPension Costs

Met hod 1988 1989 1990
Al'l ocation $1,445,719 $1,595,908 $1,938,015
Separate Cal cul ation 1,594,770 1.727.509 2.034. 499
D fference $149. 051 $131,. 601 $96.484
Per cent age 10. 3 8.2 5.0

As shown, the costs separately calculated were materially
different in dollar anounts and as a percentage of cost.

Recommendation

W recommend that Texas revise its response and separately
conmput e pension costs for the Medicare segnents as of April 1,
1988 and for future years whenever material differences exist
bet ween al | ocated pension costs and separately conputed pension
costs.

Auditee Comments

"In order to determ ne whether or not there is a significant
diffence (sic) between the nethods, both cal cul ations woul d have
to be made. In an effort to address the auditors concerns and to
m nimze actuarial expenses, Blue Cross and Blue Shield of Texas,
Inc. plans to conpute separate CAS pension costs for each segnent
in addition to the overall ‘ERIsA' calculation to be enployed as
necessary for reference, tolerance, or as a basis for cost
justification."”

10



OTHER MATTERS

In addition to addressing the issues and I ecommendation cont ai ned
in the audit report, the auditee al so included the follow ng
coments in its response to the audit report.

"In addition to the specific ‘finding’ responses
delineated above, we wish to point out a couple of very
concerning and inportant facts that relate to this
audit even though they don't arise as specific points
in the draft. First, although assets have been
allocated, rolled up, and | abeled as ' Medi care Segnent
Assets' these assets have not been assigned to Medicare
nor to any ﬁart|0|pant In any segnent. Al of the
assets of the plan are available to pay any and al
benefits which are payable fromthe plan. W have
performed the rollup for reference as requested under
the current Medicare contract. Second, there does
exist a disparity between the regul ati ons promul gated
by several federal bodies including ERISA, | RS and cAs.
Utimately a plan nust be funded annual ly in accordance
with ERI SA but IRS has placed an annual cap on
contributions deductable (sic) while CAS contends that
al | allowable costs nmust be funded wthin a contract
year. This 'Catch 22' wll at some point result in
sonme contention about need, requirement, allowability
and chargability (sic) of cost. Wth the health of the
plan and the protection of the participant in mnd, we
need to address this paranmount 1ssue in conjunction
with this audit, since it causes the issue to arise."

W agree that this is an inportant issue and it will be the
subject of a separate report.

INSTRUCTIONS FOR AUDITEE RESPONSE

The HHS action official will contact you to resolve the issues in
this audit report. Any additional comments or information that
you believe may have a bearing on the resolution of this audit
may be presented at that tinme.

In accordance with the principles of the Freedom of I|nformation
Act (Public Law 90-23), O fice of Inspector General, Ofice of
Audit Services reports issued to the Departnent's grantees and
contractors are nmade available,i f requested, to nenbers of the
press and general public to the extent information contained
therein is not subject to exenptions in the Act which the
Departnent chooses to exercise (See 45 CFR Part 5).
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Assets April 1, 1986 1/

1986Contributiona g/
1986 Benefits Paid 3/
1986 Earnings &/
1986 Transfers S/

Assets April 1, 1987

1987 Contributions
1987 Benefits Paid
1987 Earnings

1987 Transfers

Assets April 1, 1968
1988 Contributions &/
1988 Benefits Paid

1988 Earnings
1988 Transters

Assets April 1, 1909

1989
1989
1989
1989

Contributions
Benefits Paid
Earnings
Transfers

Assets April 1, 1990

Assets Per BCBSTX
Valuation Report

Asset Variance 1/}
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BLUE CRCSS AND BLUE SHI ELD OF TEXAS,
DALLAS, TEXAS

STATEMENT OF MEDI CARE PENS|I ON ASSETS
FOR THE PERI OD

I NC.

APRIL 1, 1986 THROUGH APRIL 1, 1990
TOTAL
MED I CARE MEDICARE MED I CARE MED ICARE MED1CARE OTHER TOTAL
SEGMENT 1 SEGMENT 2 SEGMENT SEGMENT 4 SEGMENTS SEGMENTS COMPANY
£326, 102 $964 , 55 5,310,103 S6AB, 283 S7, 248,743 $25,426.805 $32,675,548
29,138 248,753 664,884 140,512 1,083,287 2,717,566 3,800,853
D 0 (115,916) (7,445) (123,361) (998,449)  (1,121,310)
28,040 82,913 456,596 55,743 ' 2,186,355 2,809,647
0 8,615 i17.876) 804 (8,457) a.457 0
$3483, 280 $1,304,536 $6,297, ™ $837,897 $8,823,504 $29,340,734 $38,164,238
31,253 262,036 764,141 168,861 1,206,291 2,940,242 4,146,533
0 0 (177,622) (14,603)  (192,225) (1,603,531)  (1,7%5,756)
32,664 111,201 536,877 71,445 752,187 2,501,220 3,253,407
7.612 113.459 84.122 (4.447) 200.746 (200.746) 0
$454,809 31,791,232  $7,505,309  $1,039,153 $10,790,503 $32,977,919 343,768,422
0 0 0 0 0 0 0
(13,754) 0 (140,864) 0 1,637,143)  (1,791,76)
38,898 153,197 641,896 88,874 (154,618) 92,87 2,820,465 3,743,332
17.383 306,343 (9.978) g 795 320,543 (320,543) 0
$497,336  $2,250,772  $7,996,365 81,134,822 311,879,295 33,840,698 345,719,993
0 0 0 0 0 0 0
0 (1,299) (136,472) 0 (137,77%)  (1,190,582)  (1,328,353)
30,178 136,576 485,216 68,861 720,831 2,053,440 2,774,211
(18.825) (15,469) 28.581 3.147 (2,566) 2.566
$508, 689 $2,370,580 $8,373,650 $1,206,830 $12,459,789 $34,706,122 347,165,911
—245.569  _1,531.832 8,048,735 1.199.900 11.026.045  _36.139.866  _47,165,911
$263.120 838,748  _$324,955 $6,921 $1,433. 74k 31, 433,76L) SO
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FOOTNOTES TO STATEMENT OF MEDI CARE PENSI ON ASSETS

1/ Total actuarial value of assets ($32,675,548) was obt ai ned
fromBlue Cross and Blue Shield of Texas, Inc.'s (Texas) 1986
valuation report. Segment anmounts were based on O G

identification of the segnents and reconputed asset fractions

applied to the total. The reconputed asset fractions, as a
percent age, were:

Medi care Segnent 1 0. 998%
Medi care Segnent 2 2.951%
Medi care Segnent 3 16. 251%
Medi care Segnent 4 1. 984%
Al Medicare Segments 22. 184%
Ot her Segments _77.816%

Total Conpany 100.000%

See finding in the narrative for nore details.

2/ Total contribution anbunts were obtained fromIRS Form 5500
reports. Contributions were reallocated in accordance with QG
identification of the Medicare segnents. The nethod of

al l ocation was identical to Texas' nethodology and was based on
the normal cost and actuarial liability of participants in each
segnent .

3/ Benefit paynent anounts, by cost center, were provided by
Texas and verified to RS Form 5500 reports.

4/ Total earning amounts were provided by Texas and verified to
RS Form 5500 reports. Earnings were reallocated in accordance
with OGidentification of the Medicare segnents. The nethod of
al l ocation was identical to Texas' methodol ogy and was based on

actuarial value of assets. This nethodology is described in CAS
413.50 (c¢)(7).

5/ See Appendi x B.

6/ Texas nmade no contributions to the trust fund for 1988 through
1990 because of oBrRA 87 full funding limtations.

7/ The asset variance represents the difference between the O G

cal culation of assets as of April 1, 1990 and the assets reported
in Texas' April 1, 1990 valuation report.
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BLUE CROSS AND BLWUE SHI ELD OF TEXAS, | NC.

DALLAS, TEXAS

STATEMENT OF MEDICARE PENSI ON ASSET TRANSFERS

4/1/86 TO 4/1/87

Actusrisl Liability
Transferred Out
Funding Level

Assets Transferred Out 3/
In &/

Assets Transferred
Net Asset Adjustment
4/1/87 TO 4/1/88
Actuarial Liability
Transferred Out

Funding Level

Assets Transferred Out
Assets Transferred In

Net Asset Adjustment
4/1/88 TO &4/1/89
Actuarial Liability
Transferred Out
funding Level

Assets Trsnsferred Out
Assets Transferred In

Met Asset Adjustment
4/1/89 10 4/1/90
Actuarial Liability
Transferred Out
Funding Level

Assets Transferred Out
Assets Transferred In

Net Asset Adjustment

FOR THE PERI CD

OTHER
SEGMENTS IoTAL

$133,554
80,38

(107,618) ($225,486)
116,075 225,486

$454,611
82.56%

(375,327) ($560,850)

APRIL 1, 1986 THROUGH APRIL 1, 1990
MEDICARE MEDICARE MEDICARE MEDICARE
SEGMENT 1 SEGMENT SEGMENT 3 SEGMENT &

v s 0 s 0 $143,648 $25,407

g/ 69.01% 63,31% —12.45% 34, 30%

0 0 (104,072) (13,796)

0 8,615 86,196 14.600

5/ s 0 88,615 (317,876 - 3004
s 0 $ 2,963 $243,846 $16,482
67.61% 58. 73% 71.-48% 57, 53%

0 (1,740) (174,301) (9,482)

7,612 115.199 258,423 5.035
$7|613 3113I42 m,1g ($4 .“7)
s 0o s $138,797 $ o0
67.01% 53.0 __67.00% 53.17%
0 0 (92,994) 0

17.383 306.343 83.016 6,795
317,353 $306.343 ‘99.9’78) $6|795
$31,079 $61,391 $55,178 $9,560
60.57% 50.74% 57.84% 49.96%
(18,825) (31,150) (31,914) (4,776)
0 15.681 60,495 7,923
(3$18,825)  ($15,469) $28,581 $3,147

174.581 560, 850
$459,841
77.56%
(356,653) ($449,647)
36.110 449,647

$69,906
65.95%

(46,102) ($132,767)

48.668 132.767
$2,566 $ 0
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FOOTNOTES TO STATEMENT OF MEDI CARE PENSI ON ASSET TRANSFERS

1/ W identified participant transfers anong segnents by
conpari ng annual participant listings. Once the transferees were
identified, the HCFA Ofice of the Actuary calculated the.
actuarial liability of each transferee as of the end of the plan
year. The calculated liabilities were based on infornmation
obtained fromBlue Cross and Blue Shield of Texas and its
consulting actuary. The amounts shown represented the actuaria
liability of all BarticiPants that transferred from each segnent.
The actuarial liability for each segnent was based upon the

enpl oyees in the segnent as of the valuation date. Thus,
l[iabilities always followed the participant's novenent between
segment s.

2/ % determned the funding level as of the end of the year
before adjusting for transfers. The funding |evel represented
the ratio of the actuarial value of pension assets to the
actuarial liabilities for each segnent.

3/ W determned the assets associated with the liability that
transferred out by multiplying the transferee's actuari al
liability by the segnent's funding ratio.

4/ The assets transferred in represented the assets transferred
out of other segments.

5/ The net asset adjustnment represented the net change in each
segnent's assets after adding the transfers in and subtracting
the transfers out.
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Blue-Shieid 4 .
of Texss, inc.
Vermnon W, Walker PQ Box 655730
Vice President, Comptrolier Dallas, Texas 75265-5730
(214) 668-8190

November 14, 1991

Mr. Vincent R.” Imbriani
Regional Inspector General
for Audit Services, Region VI
Department of Health and Human Services
Office of Inspector General
Office of Audit Services Region VI
601 East 12th Street
Room 284A
Kansas City, Missouri 64106

RE: Audit of Medicare Contractor"s Segmented Pension Cost - Blue Cross
and Blue Shield of Texas, Inc. Response to Audit Draft dated October
4, 1991 received October 7, 1991.

Dear Mr. Imbriani:

We have reviewed your draft of the OIG report titled "Audit of Medicare
Contractor™s Segmented Pension Cost Blue Cross and Blue Shield of Texas,
Inc.”

During the draft report review process, we consulted with The Wyatt Company,
Consultants and Actuaries, as well as both the OIG Audit Team representative
and the HCFA Actuarial Audit Team representative. Further exchanges of
information, work papers, perspectives, data files/calculations, and facts
surrounding the audit specifics and general regulations occurred among
Blue Cross and Blue Shield of Texas, Inc., OIG, HCFA, and The Wyatt Company
as part of the draft review process.

We reached mutual agreement with Jim Aasmundstad to defer our draft response

due date to approximately November 15, 1991, while collectively analyzing
the facts.

With regard to the broad subject of the Audit draft, Blue Cross and Blue
Shield of Texas, Inc. complied with the intent of the 1988 Medicare contract
clause requiring identification of "Medicare Segments" and related pension

plan costs and assets. Foll owing the general criteria set out in the
contract guidelines, four "Medicare Segments" and one '"Non Segment' were
identified. The term "responsible organizational unit" was interpreted

on a cost center unit basis in establishing the segments. The cost centers
chosen fairly well represented entire divisional organizational units
relative to the underlying Medicare allocations. In moving forward from
the establishment or base period cost center identification as costcenter
numbers changed and work activity changed, the '"Cost Center' approach
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caused some- amount of identificationm difficulty and inconsistency. The
auditors pointed out that cost center identification using a Divisiomal
number range as the organizational unit would make segment identification
not only more straightforward but would tend to alleviate slippage caused
by cost center changes. -~~~

“W-W--- While logical argument could probably
be built for either approach, we do not argue that the divisional approach
can be efficiently employed. We furnished a revised "rollup" to the

auditors prior to draft release that reflects all "cost center® changes
discussed during the audit. The revised rollup (attached) agrees to the
numbers presented in the audit draft (before transfers). Therefore the
OIG Auditors and Blue Cross and Blue Shield of Texas, Inc. have reached
mutual agreement on this aspect.

Again with regard to the original calculations, inactive participants
were not included in the actuarial liability when determining the allocation
of assets to segments for the 1986 beginning year which also affected
allocation of contributions for 1986 and 1987.------

""" W - The Wyatt Company recovered certain
data files related to the base periods and provided information to the
auditors to adjust inactive participants for applicable valuation dates.
The same information was used to produce the revised rollup (attached)
furnished to the auditors prior to draft release, which agrees to the
numbers presented in the audit draft (before transfers). Therefore, the
OIG auditors and Blue Cross and Blue Shield of Texas, Inc. have reached
mutual agreement on this aspect.

With regard to participant transfers, we did not reflect any such
adjustments in the initial rollup. No transfer was made at initial rollup
time partially because there were no apparent indications under CAS as
to how such transfer amounts would be calculated and partially because
our actuaries believed that participant related asset transfers would
not have significant impact on overall asset allocation. This point was
discussed with the auditors and The Wyatt Company during the audit. We
theorized a method that would "adjust for transfers" at the time an actual
participant benefit disbursement was determined based on individual 'years
worked™ iIn various segments subsequent to the rollup start date. No
distributions that crossed segments were identified as having occurred
within the reviewed rollup periods. This method would have recognized
transfers ultimately. ---S-W-

——————— Within the audit draft, the OIG auditors
have proposed a method of recognizing and transferring assets based on
asset assignment to an individual at the time of transfer, using an
individuals relative weight within the segment departed based on beginning
of year/end of year snapshots, rather than redistribution of ultimate
expense. Our actuaries have analyzed the auditors proposed methodology
and believe it to represent a fair and equitable method. The auditor”®s
method is probably also easier to manage. However, the underlying actuarial
accrued liabilities used by the auditors to arrive at draft asset
adjustments for the identified transferred participants IS not consistent
with the overall valuation of the Texas Blue Cross Employees Retirement
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Plan. The attempt by the auditors to calculate the actuarial accrued
liability for draft presentation purposes based on what we believe to
be insufficient data appears to have resulted in a somewhat overstated
amount of asset transfers. We have discussed this aspect with the audit
team and have reached agreement that either recalculation or factoring
based on a sample may be in order. Therefore, while we agree that the
draft proposal for recognizing asset transfers is reasonable, we reserve
the right to either substitute calculations made on complete data or to
continue with the auditors to reach agreement on an adjustment to their
calculations.

Based on the above discussion and apparent agreement, we recommend at
this point that the revised rollup (attached) furnished to the auditors
which agrees to the rollup results presented in the draft (before transfers)
be solidified as the audited rollup through April 1, 1990. We recommend
that we continue to work out a reasonable asset adjustment recognizing
identified transfers to date, which will be applied to the April 1, 1990
asset as an adjustment. We could then propose that effective April 1,
1990 we could employ the method recommended by the auditors to recognize
subsequent transfers.

Finally, with regard to ‘separate calculation” of pension costs, the
auditors do point out that no contributions were made to the plan during
plan years beginning April 1, 1988, April 1, 1989, and April 1, 1990 due
to the mentioned “full funding limitation™. This point has no direct
applicability to the rollup numbers presented and no adjustments are
recommended. We do recognize that this aspect has indirect relevance
to this discussion and to the issue of funding and funding timing in general
especially as both are 1impacted by the aforementioned full funding

limitation versus CAS. We should <clarify however the potential
interpretation of "allocation', 'separate calculation"™, and ''charges to
Medicare segments'. We have historically computed pension costs on an

individual participant basis (for the overall Plan) and charged those
costs to organizational units (cost centers) where participants worked
(letting these periodic costs move from unit to unit as people moved).
Charges to Medicare only occurred when participants were performing work
in cost centers equitably allocable to Medicare. As agreed, this method
is not a broad "allocation”™ and most equitably recognizes pension cost
for any line of business. --V-B-

——————— The method comparison schedule contained
in the draft implies that the depicted costs might have been those actually
charged to Medicare. The costs depicted in fact represent the auditors”
computation of costs potentially identified to the "Medicare Segments'.
Even if pension costs are first identified by segment via a ''separate
CAS valuation" for each, the amounts will have to be further applied by
individual (allocated) within each segment and then charged to cost centers
where the individual works to determine actual Medicare charges. The
final result will be an equitable charge to Medicare that may composite
to a somewhat different number than forecasted for each segment. Inorder
to determine whether or not there is a significant diffence between the
methods, both calculations would have to be made. In an effort to address
the auditors concerns and to minimize actuarial expenses, Blue Cross and
Blue Shield of Texas, Inc. plans to compute separate CAS pension costs
for each segment in addition to the overall "ERISA" calculation to be
employed as necessary for reference, tolerance, or as a basis for cost
jJustification.
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In addition to the specific "finding"” responses delineated above, we wish
to point out a couple of very concerning and important facts that relate
to this audit even though they don"t arise as speciftc points in the draft.
First, al though assets have been allocated, rolled up, and labeled as
"Medicare Segment Assets" these assets have not been assigned to Medicare
nor to any participant in any segment. All of the assets of the plan
are available to pay any and all benefits which are payable from the plan.
We have performed the roll up for reference as requested under the current
Medicare contract. Second, there does exist a disparity between the
regulations promulgated by several federal bodies including ERISA, IRS
and CAS. Ultimately a plan must be funded annually in accordance with
ERISA but IRS has placed an annual cap on contributions deductable while
CAS contends that all allowable costs must be funded within a contract
year. This "Catch 22" will at some point result in some contention about
need, requirement, allowability and chargability of cost. With the health
of the plan and the protection of the participant in mind, we need to
address this paramount issue In conjunction with this audit, since it
causes the issue to arise.

IT you wish to discuss this response, please contact either me or Gene
George who coordinated the audit for Blue Cross and Blue Shield of Texas,
Inc. Relay our appreciation to your audit staff for their diligence and
cooperation during this process. We look forward to continuing dialogue.

Sincerely,
L S«
VW:1Tm

cc: Gene George - 214-669-6192
Clarence Bayer - The Wyatt Company

attachments
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BLUE CROSS ANDBLUE SHIELD OF TEXAS, INC. o
W

NON-MEDICARE  MEDICARE MEDICARE MEDICAFE MEDICARE  MEDICARE

SEGMENT SEGMENT 1 SEGMENT2 SEGMENT 3 S E - 4 TOTAL TOTAL

4/1/81 PAST SERVICE COST 24,447,808 313.454 927.117 5,105,691 623.372 8,969.638 31,417,241

PSC AS % OF TOTAL 77.810% 0.998% 2.881% 10.251% 1.904% 22.104%- 199.9091
4/1/86 ASSET ALLOCATION 25,426.80% 326.102 964,285 5,310,103 546,282 7,248,743 32,675.541
1986 CONTRBUTION ALLOC 2.717 588 29.136 246,753 864,884 140.512 1,083,287 3,800.85:
1986 BENEFITS PAID 996.449 0 0 118,918 7,446 123.361 1,121,81¢
1986 EARNINGS ALLOCATION 2186355 26.040 82,913 456,596 58,743 623,292 2.808.641
4/1 /87 ASSETS 29.332.277 363.290 1,285.921 6.313 867 637.093 8.831.961 38,184,23¢
1987 CONTRBUTION ALLOC 2.940342 31.253 262.036 764.141 148,881 1.206291 4.148.53:
1987 BENEFITS PAJD 1 603.531 0 0 177.622 14.603 192.225 1.795.75¢
19687 EARNINGS ALLOCATION 2.500.504 32.664 110,488 536.406 71,347 752.903 3.253.40i
4/1/88 ASSETS 33.169.492 447 197 1.8668.443 7.440.592 1,042.898  10.598.930 43,768 42:
19688 CONTRBUTION ALLOC 0 0 0 0 0 0 {
1988 BENEFITS PAID 1,837,143 13,754 0 140,884 0 154,619 1,791,781
1988 EARNINGS ALLOCATION 2.636449 36,247 142,808 836,383 89,178 906,483 3.743.33;
41189 ASSETS 34.369.198 471.690 1,811,138 7.936.091 1,131,878 11.350.795 45.719.99:
1989 CONTRBUTION ALLOC 0 0 0 0 0 0

1969 BENEFITS PAD 1,190,582 0 1.299 136.472 0 137.771 1,.328.35:
1989 EARNINGS ALLOCATION 2.085.508 26.622 109,889 481 559 66.662 666,762 2774210
4/1/90 ASSETS 35.264.124 500.312 1,919,738 8.281.178 1,200.558 11,901,788 47.185.91¢

ATTACHMENT TO AUDIT DRAFT RESPONSE
AUDIT OF MEDICARE CONTRACTORS SEGMENTED PENSION COST - BLUE CROSS AND BLUE SHIELD OF TEXAS, INC



